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Ireland Becomes Member of Fund and Bank 


Ireland became a member of the International Monetary 
Fund and the International Bank for Reconstruction and 
Development on August 8, when the Articles of Agree- 
ment of these institutions were signed in Washington on 
behalf of the Government of Ireland by His Excellency 
Mr. John J. Hearne, Ambassador for Ireland in Wash- 
ington. The quota of Ireland in the Fund is $30 million, 
and its subscription to the capital stock of the Bank is 300 


shares with a total par value of $30 million. 

Sixty-one nations are now members of the Fund and 
of the Bank. Admission of Ireland brought the total of 
members’ quotas in the Fund to $8,967,000,000. The 
total subscribed capital of the Bank is now $9,298,400,000. 
Source: International Monetary Fund and International 

Bank for Reconstruction and Development, Joint 
Press Release, Washington, D.C., August 8, 1957. 


Changes in French Exchange System 


The Government of France has made a proposal to 
the International Monetary Fund setting forth certain 
changes in the French exchange system by which it 
intends to cope with the problem of disparity between 
French and foreign prices, and in that way help to 
restore equilibrium in its balance of payments. The Fund 
concurs in these changes. 

The French Government is eliminating the existing 
compensatory import tax and the reimbursement of social 
and fiscal charges on exports. The new system includes 


surcharges on import payments amounting to 20 per 
cent on the official rate of 350 francs per U.S. dollar, 
and a premium on export receipts of 20 per cent. Fuel 
and certain other raw materials are excluded from this 
arrangement in order to minimize the impact of the 
changes on domestic costs and prices. The surcharges 
and premiums of 20 per cent will also apply to invisible 
transactions. 

Source: International Monetary Fund, Press Release, 

Washington, D.C., August 10, 1957. 


Paraguayan Exchange Reform 


The International Monetary Fund has agreed to an 
exchange reform which the Government of Paraguay is 
initiating as part of a broad program of economic stabili- 
zation. In support of the new exchange system, the Para- 
guayan Government has entered into a one-year, $5.5 
million stand-by arrangement with the Fund. In addi- 
tion, Paraguay has concluded a $5.5 million exchange 
agreement with the U.S. Treasury. 


Paraguay is establishing a single exchange market with 
a fluctuating rate for all transactions. Quantitative im- 
port restrictions and the surcharge of 25 guaranies per 


IBRD Loan in Japan 


The World Bank on August 9 made a loan equivalent 
to $7 million to assist in the execution of a multipurpose 
program for irrigation, water supply, and power in the 
Aichi region of central Japan. The program will make 
it possible to increase the production of food crops by 
about 200,000 tons annually. In addition, it will supply 
drinking water to numerous towns and villages, provide 


U.S. dollar that previously applied to certain imports 
have been removed. There will be a tax of 15 per cent 
on exports. The Central Bank of Paraguay will intervene 
in the exchange market only to minimize short-term 
variations in the rate. 

The Paraguayan Government plans to establish a new 
par value for the guarani as soon as conditions permit, 
and will remain in contact with the Fund on the opera- 
tion of its exchange system. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., August 10, 1957. 


more water for industry in three cities, including Nagoya, 
Japan’s third most important industrial city, and increase 
the power supply of the region. 


The First National City Bank of New York is partici- 
pating in the loan, without the World Bank’s guarantee, 
to the extent of $721,000. This amount represents the 
first five maturities of the loan, which fall due semi- 
annually béginning on November 1, 1961. The loan is 
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for 20 years and bears interest of 534 per cent per year, 
including the 1 per cent commission which is allocated 
to the Bank’s Special Reserve. It is guaranteed by the 
Government of Japan. 

The Bank’s loan was made to the Aichi Irrigation Pub- 
lic Corporation, a government agency formed in Octo- 
ber 1955 to plan and execute the project. The project is 
expected to take four years to complete at a total cost 
equivalent to about $100 million. The loan will pay for 
the importation of heavy machinery for the construction 
of a dam, canals, and reservoirs; services of irrigation 
and construction consultants; and the training abroad of 
a few key personnel in the techniques of ridge land 
irrigation. 

The Bank has now made eight loans totaling the equiv- 
alent of $83. million in Japan: One of the previous loans 
was for a land reclamation project also designed to 
increase agricultural production. The others were for 
electric power development, steel production, and various 
other industries. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
August 9, 1957. 


IFC Investment in Mexico 


The International Finance Corporation (IFC) has 
reached agreement, subject to completion of the necessary 
legal formalities, for an investment of the equivalent of 
US$600,000 in Engranes y Productos Industriales, S.A., 
a Mexican company owned by Mexican and USS. stock- 
holders. The Corporation’s investment, its first in Mexico, 
together with an investment by the company, will be 
used to expand the plant facilities and business of the 
company for the manufacture of a variety of industrial 
products and components. 

The IFC investment will be in notes, half denominated 
in dollars and half in pesos. Both the dollar and peso 
portions will bear interest at 7 per cent per annum, plus 
contingent interest related to the company’s future earn- 
ings. The final maturity of the notes will be ten years, 
amortization beginning during the fourth year, to retire 
the issue in equal semiannual amounts. In addition, IFC 
receives a ten-year option on shares equivalent to the 
conversion of 40 per cent of the total IFC investment. 
The notes will be redeemable at par at any time. 

IFC’s investment is unsecured, but the contract between 
Engranes y Productos Industriales, S.A. and IFC will 
contain the usual protective covenants. Disbursement of 
the IFC investment will be in installments as required, 
with the company paying a customary commitment fee 
on the undisbursed portion. 

Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., August 13, 1957. 
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Europe 


U.K. Investment Trends 


Estimated figures published by the Board of Trade 
show that new factory space built in the United Kingdom 
in 1956 exceeded that built in any previous year. Over 
2,300 new schemes were completed providing additional 
floor space of 48 million square feet, or 7 million more 
than in 1955. The increase in completions was especially 
marked in the second half of the year, when the area 
finished was 13 per cent more than in the same period of 
1955. Contractors report that this advance continued in 
the early months of 1957; according to statistics of the 
Ministry of Works, the value of output was 20 per cent 
higher in the first quarter of this year than in the same 
period a year ago. , 910 

While completions were high in the closing months of 
1956, commencements fell to their lowest point since the 
industrial building boom began. Part of the decrease was 
seasonal, but it also reflected the fall in new plans brought 
forward for location approval since mid-1955. In the 
12 months ended June 1957, the total area approved was 
8% per cent less than in the previous year. 

Source: The Financial Times, London, England, Au- 
gust 9, 1957. 


Discount Rate of Bank of France 


The discount rate of the Bank of France for short-term 
commercial and government paper was raised from 4 
per cent to 5 per cent on August 12, and the penalty rate 
that banks have to pay for central bank credit above 
their individual credit ceilings was increased from 6 per 
cent to 7 per cent for above-ceiling rediscounts not ex- 
ceeding one tenth of the ceiling. The rate for further 
credit is to be determined by the Governor of the Bank 
of France, and it cannot be lower than 7 per cent. The 
rate for avances sur titres (long-term government secu- 
rities) was raised from 6 per cent to 7 per cent. On 
April 11, 1957, the short-term rates» had been increased 
from 3 per cent to 4 per cent and the rate for avances 
sur titres from 4.5 per cent to 6 per cent (see this News 
Survey, Vol. IX, p. 321). 

Source: The Wall Street Journal, New York, N.Y., Au- 
gust 13, 1957. 


Prices and Wages in France 


The consumer price index in France increased from 
149.0 (1949100) in June to 150.0 in July and thus 
exceeded the critical level of 149.1, at which, according 
to the sliding scale law of July 18, 1952, a 5 per cent 
increase in the legal minimum wage is mandatory. For 
18 months, the Government had been able to prevent the 
index from reaching that point, mainly by imcreases in 
subsidies and reductions in indirect taxes; by mid-1957, 
the annual cost of these measures was some F 120 














INTERNATIONAL FinanciaL News Survey, August 16, 1957 


billion. As the upward pressure on prices continued in 
the summer, some price increases were allowed. In early 
August, the price of French steel was raised by 4.5 per 
cent, and the Government authorized increases in the 
prices of milk and butter; at the same time, it reintro- 
duced taxes on wine and gas. The intention is to restore 
some other taxes and to decrease subsidies, but these 
changes will be made gradually, in order to prevent large 
increases in prices. 

With the consumer price index exceeding 149.1, the 
legal minimum wage was raised as from August | by 5.5 
per cent, from F 126 per hour in the Paris region to 
F 133. This affected the wages of only 700,000-800,000 
workers, since in most industries wages already were 
above the legal minimum. However, new wage demands 
were being made in many sectors. In the coal mining 
industry, wages, which had been raised by 9-11 per cent 
in March 1957, were increased by a further 5 per cent 
as from August 1. 


Sources: Le Monde, Paris, France, July 31 and August 3, 
4, and 5, 1957. 


Money Market in Norway 

The total effect on general liquidity of the operations 
of the Government and the Bank of Norway during the 
first five months of this year was of approximately the 
same order of magnitude as in the corresponding five 
months in 1956; NKr 429 million was withdrawn from 
the market this year, compared with NKr 449 million last 
year. However, if the figures relating to the Government 
and the Bank of Norway are considered separately, there 
is a substantial difference between the two years. The 
withdrawal of funds resulting from government opera- 
tions alone was more than NKr 600 million during the 
first five months of this year, an increase of NKr 120 
million over the same period of 1956. This difference 
was due mainly to the new “pay as you earn” tax system, 
which became effective at the beginning of 1957. On 
the other hand, the operations of the Bank of Norway 
resulted in an increase from NKr 32 million in 1956 to 
NKr 172 million this year in the supply of funds to the 
market; this increase was due to net purchases of foreign 
exchange. 

As a result of these different movements, the liquid 
position of the banks did not deteriorate as much as 
might have been expected. On the contrary, the state- 
ment of the Bank of Norway shows that the decline of 
NKr 204 million in the current account balances of the 
banks during the period January-May 1957 was NKr 40 
million less than during the same period in 1956. 
Source: Norges Bank, Bulletin; Oslo, Norway, July 1957. 
Finnish Export Subsidies 


Finnish export. subsidies on agricultural products 
amounted te Fmk 5.3 billion in the first six months of 
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this year, compared with Fmk 1.6 billion in the first half 
of 1956, For the entire year 1957, they are estimated at 
about Fmk 10 billion. Payments in the first half of this 
year were accounted for almost entirely by subsidies on 
butter (Fmk 3.9 billion), cheese (Fmk 1.1 billion), and 
eggs (Fmk 0.2 billion). . 

Source: Hufvudstadsbladet, Helsinki, Finland, July 19, 

1957. 


German Economic Problems 


A report issued jointly by six leading économic insti- 
tutes in the Federal Republic of Germany analyzes the 
changes in Germany’s foreign trade and payments dur- 
ing the first half of 1957. The surplus on goods and 
services account considerably exceeded the high’ level 
attained in-the first half’ of last ‘year. Althotigh imports 
increased, exports rose faster, thus disproving expecta- 
tions that a lull in the international investment boom 
would affect German exports. 


The inflow of money at the banks originating from 
the foreign exchange surplus was partially neutralized by 
an increase in minimum reserve requirements and by 
open market operations of the central bank. These fac- 
tors, however, did not prevent a further expansion of 
the banks’ credit potential; but, owing to a’slower increase 
of the national product, these credit facilities were not 
fully utilized by business. Credit developments therefore 
continue to be marked by a relatively slow rate of growth. 

One of Germany’s major economic problems at present 
arises from the fact that the expansion of incomes is due 
largely to the rising goods and services surplus, as the 
increase in domestic investment has not continued. Since 
federal cash deficits are not expected to affect the economy 
decisively in the future, the factors determining expan- 
sion will continue to be large surpluses on foreign account 
and moderate domestic investment activity. 

One of the dangers inherent in this situation is that 
domestic developments are overly. dependent. upon. the 
economic situation in other countries and are becoming 
almost immune to national economic policy. Since Ger- 
many’s exports consist largely of investment goods, eco- 
nomic fluctuations abroad have a direct effect upon 
German exports and thus on Germany’s employment 
situation. But even more serious are the effects of the 
export surplus on the domestic economy. As output of 
export goods is expanded, forces are not available to 
increase the supply of commodities in the domestic mar- 
ket. The increase in liquidity may lead to a rise in 
demand and in prices; this trend leads to discrepancies 
between economic expansion and monetary stability 
which can hardly be corrected by means of restrictive 
credit policy. 

The report notes that the German balance of payments 
surplus, coinciding with deficits elsewhere, reflects a 
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fundamental international disequilibrium, caused chiefly 
by the different monetary developments in various coun- 
tries during recent years. If commercial and financial 
measures do not bring about a decisive change, an ad- 
justment of exchange rates remains as a recourse. Such 
an adjustment might consist of a devaluation of over- 
valued currencies, or a revaluation of undervalued cur- 
rencies, or a combination of both. In the opinion of the 
six institutes, it matters little whether the German surplus 
position is the result of price differences or of other devel- 
opments. In any case, an exchange rate adjustment 
would slow down the expansion of German exports, and 
a rise in imports would be stimulated by lower prices. 
The effect upon the economy would be preferable to 
changes that would result if the rise of exports were 
checked by the imposition of discriminating measures 
by Germany’s trade partners. 

Although the resulting reduction of the foreign ex- 
change surplus would slow down the expansion of in- 
comes and consequently the rise in domestic demand, 
any price-depressing influences would be offset by larger 
public cash deficits resulting from lower tax revenues. 
If a slow rate of investment should have undesirable 
effects upon employment and incomes, the central bank 
might have to consider a relaxation of its restrictive 
monetary policy. Additional measures could be adopted 
to secure a noninflationary revival of investment activity. 

The report concludes that there are no reasons to as- 
sume that, under present conditions in Germany and 
other countries, an adjustment of exchange rates in the 
near future would present fewer problems than it would 
today. 


Source: Bericht der Arbeitsgemeinschaft deutscher wirt- 
schaftswissentschaftlicher Forschungsinstitute, 
Bonn, Germany, June 27, 1957. 


Simplification of Greek Banking Controls 

The Greek Currency Committee has announced new 
measures which will have the effect of simplifying banking 
procedure and increasing the independence of the com- 
mercial banks. This has been made possible by the 
continued and substantial increase in the resources of 
these banks which originate in their own deposits. 

The commercial banks will no longer be obliged to use 
33 per cent of their private deposits, and 100 per cent 
of their deposits from public institutions, for the so-called 
“specified” credits, such as those to the tobacco and 
export trades and to handicrafts (see this News Survey, 
Vol. IX, p. 75). Advances of these types may now be 
made from commercial banks’ own resources. 

Commercial banks will no longer, as a rule, have spe- 
cial recourse to the Bank of Greece in connection with 
“specified” credits, but they will be able to borrow from 
the Bank in the normal way by rediscounting industrial 
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bills and drafts and also, as a temporary and exceptional 
measure, by overdrawing their current accounts. 

Commercial banks can invest their resources in interest- 
bearing treasury bills and can deposit funds in special 
interest-bearing accounts at the Bank of Greece. For the 
months of December, January, and February of each 
year, when banking liquidity is seasonally high, the main 
commercial banks must keep certain minimum percent- 
ages of their private deposits in these forms; the percent- 
ages for these months in the coming year have been fixed 
at 10, 12, and 14. 

Except for loans for more than three years, and in 
cases where the prospective borrower’s indebtedness is 
already large, commercial banks will, in the future, be 
able to extend credits to industry without individual prior 
approval of the Credit Subcommittee. All advances will 
continue to be in accordance with the Currency Commit- 
tee’s published policy and with existing regulations. 
Source: Naftemboriki, Athens, Greece, August 7, 1957. 


Middle East 


Impact of Suez Canal Crisis on the Middle East 


The UN report, Economic Developments in the Middle 
East, 1955-1956, contains a preliminary review of the 
economic impact of the Suez Canal crisis on the Middle 
East. In 1955, the total value of Middle Eastern trade 
that passed through the Canal was estimated at $2 billion, 
of which crude oil and oil products accounted for 47 per 
cent. The dependence on the Canal is heaviest among the 
oil producing countries and those south of Suez. After 
the Canal was closed and the flow of oil through pipelines 
via Syria was interrupted, oil production fell by about 
38 per cent. The country most severely affected was Iraq, 
which previously had exported three fourths of its oil 
through pipelines. For 1956 as a whole, the rate of 
expansion of oil production in the Middle East was 
actually 5.7 per cent, instead of the projected increase 
of 8 per cent. There was a rise in shipping charges, par- 
ticularly to Red Sea ports; the price of petroleum prod- 
ucts rose by about 10 per cent; petroleum royalties 
received by oil producing and transit countries declined ; 
and for a period of five months Egypt received no revenue 
from Suez Canal traffic. But these direct effects of the 
Canal closure were short-lived and quickly diffused. 


The crisis stimulated additional military expenditure 
in several countries, generated speculation and hoarding 
of basic materials, which resulted in supply shortages 
and price increases, and caused some monetary and credit 
expansion in several countries. In Egypt, Israel, Syria, 
and Jordan, the pace of development expenditure was 
slowed down, while in the other countries of the area it 
was held at its previous level only by drawing on foreign 
exchange reserves. The direction of Middle Eastern 
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trade was also affected as some countries severed economic 
ties with the United Kingdom and France. The movement 
of capital within and into the Middle East is believed to 
have been greatly affected by the crisis, but the full 
repercussions probably will not be felt in the immediate 
future. 
Source: United Nations, Department of Economic and 
Social Affairs, Economic Developments in the 
Middle East, 1955-1956, New York, N.Y., May 1, 
1957. 


Money Supply and Price Developments in the Middle East 
The money supply increased in 1955 in all Middle 
Eastern countries except Syria, and the increase continued 
in 1956, although the rate of increase declined for Turkey 
and Israel. During the year ended September 30, 1956, 
the money supply increased by 9 per cent in Egypt, 20 
per cent in Iran, 8 per cent in Iraq, 17 per cent in Israel, 
10 per cent in Lebanon, and 18 per cent in both Syria 
and Turkey. The main factor contributing to the rise 
was increased government borrowing from the monetary 
authorities, particularly in Egypt, Israel, and Syria. This 
in turn contributed to price increases which were sub- 
stantially higher than in 1955 in most countries. Whole- 
sale price indices and cost of living indices in general 
moved in the same direction, although the former in- 
creased at greater rates. The upward trend in the cost 
of living indices was influenced particularly by the rise in 
the cost of food, which resulted from the decline in the 
output of wheat and a number of other agricultural 
products. The continuance of the price rise in 1956, 
despite a substantial improvement in agricultural produc- 
tion, was due largely to speculative hoarding of foodstuffs 
late in the year and a considerable expansion in purchas- 
ing power. Among the various countries, the price in- 
creases during 1956 were largest in Turkey and most 
restrained in Egypt, Israel, and Iraq. 
Source: United Nations, Department of Economic and 
Social Affairs, Economic Developments in the 
Middle East, 1955-1956, New York, N.Y., May 1, 
1957. 


Far East 


Indian Industrial Targets 


Addressing the Central Advisory Council of Industries, 
India’s Minister for Commerce and Industry urged indus- 
trialists to “add to the momentum” reflected in the rise 
of the general index of industrial production from 122 
(1951=100) in 1955 to 133 in 1956 and to 140 during 
the first quarter of 1957. He indicated that the Govern- 
ment hopes to prevent further price increases, not by 
reducing consumption or development expenditure but 
by increasing the domestic output of consumer and other 
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goods even beyond the targets of the Second Five Year 
Plan. 

The Minister noted that the licensing of capital goods 
for import by the private sector amounted to Rs 500 mil- 
lion (US$105 million) in the first half of 1957, compared 
with Rs 1.54 billion ($323 million) in 1956, notwith- 
standing import restrictions, including the requirement 
of deferred payment, imposed early this year. 

The Government of India has recently exempted from 
income tax the interest payments to nonresidents on loans 
and credits for approved industrial profits. Moreover, 
legislation will soon be introduced in Parliament author- 
izing the Industrial Finance Corporation to guarantee 
new loans or deferred payment arrangements negotiated 
with foreign suppliers by private Indian industrialists 
for approved purposes. 

Production targets have been revised upward for a 
dozen industries, including bicycles, radio receivers, sew- 
ing machines, and sugar. In these industries, installed 
and licensed capacity now exceeds the targets initially 
envisaged for 1960-61, the last year of the Plan period. 
It was decided not to license additional capacity in the 
mill sector of the cotton textile industry, since licenses 
already issued for the import of new spindles and auto- 
matic looms have not been fully utilized. 

Source: The Financial Times, London, England, July 19, 
1957. 


Export Risks Insurance Corporation in India 
The Export Risks Insurance Corporation of India 
(Private) Ltd. (see this News Survey, Vol. IX, p. 282) 
was registered on July 30, under the Companies Act 1956. 
Its authorized capital of Rs 50 million (US$10.5 mil- 
lion) will be subscribed entirely by the Government of 
India. The decision to set up the Corporation was taken 
by the Government on the recommendations of a com- 
mittee which had been asked to consider the scope of the 
scheme of export credit guarantees for Indian exporters. 
Its principal function will be to cover risks involved in 
the export of goods from India on a credit basis which 
are not normally covered by commercial insurers, such 
as import and export control risks with certain safe- 
guards, insolvency and default risks, war and civil war 
risks, and transfer risks. 
Source: Information Service of India, Indiagram, Wash- 
ington, D.C., August 1, 1957. 


Easing of Credit Restriction Measures in Viel-Nam 

Because of the scarcity of funds which is currently 
slowing down the flow of imports, the Government of 
Viet-Nam has adopted a series of measures. Since late 
in May, repayment has been made of part of the pay- 
ments made since last September by importers who had 
been required to post bonds of at least US$10,000 in 
order to import certain categories of goods (see this 
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News Survey, Vol. IX, p. 52); these repayments had 
reached VN$130 million by the end of June. Reserve 
requirements of commercial banks, which had been in- 
creased in August 1956 from 10 per cent to 20 per cent, 
were reduced to 15 per cent. The rediscount procedure 
for export and import bills was simplified, and importers 
were given facilities to pay for customs duties. The re- 
discount rate was reduced from 5 per cent to 4.5 per cent. 
As a result of these measures, it is expected that more 
than half a billion piastres will be put back into circu- 
lation. 


Sources: Marchés Tropicaux du Monde, Paris, France, 
June 1 and July 6, 1957; Department of Com- 
merce, Foreign Commerce Weekly, Washington, 
D.C., July 29, 1957. 


New Bagasse Board Plant for Taiwan 


The Taiwan Sugar Corporation has announced the 
authorization by the U.S. International Cooperation Ad- 
ministration of a loan of US$900,000 for the construction 
of a new bagasse board plant at Kaohsiung in Southern 
Taiwan. Production of “reconstituted lumber” through 
the utilization of bagasse (sugar cane pulp after the juice 
is extracted) will effect a saving in foreign exchange of 
some US$1 million a»year. ‘The new plant will have a 
production capacity of 55 metric tons of bagasse board 
a day. 

The loan will be made to the Taiwan Sugar Corpora- 
tion, which will make repayment in local currency over 
a five-year period. The Corporation’s first bagasse board 
plant, located at Changhua, was opened in January of 
this year. With an annual capacity of 45 million square 
feet of bagasse board, it is the largest modern board 
plant in Asia. 

Source: Chinese News Service, Press Release, New York, 


N.Y., July 23, 1957, 


Japan's Special Procurement Receipts 

A study by the Japanese Ministry of Foreign Affairs 
shows that Japan’s special procurement receipts increased 
from 14.8 per cent of total exchange earnings in 1950 
(on the basis of the Bank of Japan’s exchange record) 
to 38.1 per cent in 1953, and then declined to 18.4 per 
cent in 1956. In absolute amounts, the receipts increased 
from $148 million in 1950 to the high point of $824 
million in 1952, declined to $809 million in 1953 and 
$556 million in 1955, and subsequently increased to $595 
million in 1956. Total receipts during the seven years 
1950-56 were $4,122 million. 


The principal components. of the special procurement 
receipts are (1) dollar income arising from the conver- 
sion of military serip into yen currency for purposes’ of 
spending by soldiers and civilians attached to the armed 
forces, (2) dollar deposits by the U.S. forces in a special 
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account with the Bank of Japan for procuring goods and 
services in the country, and (3) dollar income arising 
from International Cooperation Administration (ICA) 
purchases in Japan for export to third countries in South 
East Asia which are beneficiaries of U.S. aid. Over the 
entire period 1950-56, the first source yielded $1,746 
million, the second $1,962 million, and the third $269 
million. Data for the individual components show that 
procurements by the U.S. forces declined from a peak of 
$503 million in 1952 to $187 million in 1956; private 
spending of foreign military and civil personnel fell 
from $300 million in 1953 to $273 million in 1956; and 
ICA procurements increased from $19 million in 1953 
to $124 million in 1956. The entire increase in total 
special procurement receipts in 1956 is attributable to the 
increase. in ICA, purchases. | ..00)5 er iiuortus amieeston 
Source: Embassy of Japan, Japan Report, Washington, 
D.C., July 25, 1957. 


Indonesian Tax on Foreign Residents 
The tax on foreign residents introduced by the Gov- 
ernment of Indonesia on July 9 (see this News Survey, 
Vol. X, p. 46) will be assessed on all such. residents 
except diplomatic, consular, and other representatives of 
foreign countries, foreigners employed by the Indonesian 
Government, and tourists and other visitors staying in 
the country for a period of three months or less, The 
tax is retroactive to January 1, 1957. The yearly tax 
rates are Rp 1,500 (about US$132 at the nominal official 
exchange rate of Rp 11.4=US$1) per head of family, 
Rp 750 ($66) for wife, Rp 375 ($33) per child in speci- 
fied age groups, and Rp 750 ($66) for any other member 
of the family. The tax is levied primarily as an addi- 
tional revenue-raising measure, and it does not alter the 
incidence of income and other taxes, whose rates are the 
same for both Indonesian and foreign nationals. 
Sources: Indonesian Observer, Djakarta, Indonesia, 
July 17, 1957; Department of Commerce, For- 
eign Commerce Weekly, Washington, D.C., 
July 29, 1957. 


United States 


Interest Rate Increases in the United States 


The Board of Governors of the Federal Reserve System 
has approved an increase from 3 per cent to 344 per cent 
in the discount rate in seven Federal Reserve districts, 
and it is expected that the other five Federal Reserve 
Banks, including the New York Bank, will take similar 
action shortly. Last August, the discount rate had been 
raised by one quarter point, to 3 per cent, in response to 
the higher market rates prevailing at that time. The pur- 
pose of the latest increase was also to bring the discount 
rate into line with opem market rates, particularly the 
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rate for “prime” loans and the rate on U.S. Treasury 
bills, which has been above 3 per cent nearly every week 
this year. The increase in the discount rate is the seventh 
approved by the Board of Governors since April. 1955, 
and raises the rate to the highest level since 1933. 


Sources: The Wall Street Journal and The Journal of 
Commerce, New York, N.Y., August 9, 1957. 


Activity Under U.S. Surplus Disposal Program 

The’ programing of U.S. surplus agricultural com- 
modities under the Agricultural Trade and Development 
Act (Public Law 480) totaled $575 million during 
January-June 1957. Since the beginning of operations 
in July 1954, programing under the Act has totaled 
$5.2 billion. Public Law 480 has been a major factor in 
increasing agricultural exports over the last three years. 
Shipments under the Law rose from 13 per cent of total 
farm exports in the fiscal year 1954-55 to 32 per cent in 
the fiscal year 1956-57. For specific commodities, the 
proportions were much higher: in fiscal 1957, the Law 
accounted for 57 per cent of wheat exports, 43 per cent 
of corn, 81 per cent of rice, and 47 per cent of cottonseed 
and soybean oil. Cotton shipped under the Law ac- 
counted for 30 per cent of total cotton exports. 


Almost 60 per cent (or $3 billion) of the total pro- 
graming has been accounted for by sales for foreign 
currencies (Title I of the Act). There have been agree- 
ments with 34 countries since the program began. A 
classification by commodities shows that about 43 per 
cent is accounted for by wheat, about 20 per cent by 
cotton, and most of the remainder by other grains and 
fats and oils. The largest use (56 per cent) of the foreign 
currencies acquired by the United States is for loans 
to recipient countries for multilateral trade and economic 
development. About 24 per cent is for payment of U.S. 
expenses abroad, and 12 per cent for U.S. military 
procurement. During fiscal 1957, the United States 
stressed that’a portion ’of funds loaned ‘back to recipient 
countries should be set aside for relending to private 
enterprise. As a result, the equivalent of at least $150 
million, or 25 per cent of the loan funds which will 
become available from sales agreements in fiscal 1957, 
will be used for relending to private enterprise in 16 
countries. 

Authorizations for famine relief under Title II of the 
Act have totaled $360 million since the beginning of the 
program. Drought conditions during January-June 1957 
resulted in large grain shipments to Morocco, Peru, 
Libya, and Haiti. 

Cumulative domestic and foreign donations under the 
Act have totaled $1.0 billion. Domestic recipients of 
surplus commodities include more than 12 million school 
children, 1.4 million persons in charitable institutions, 
and about 3 million needy persons in family units. For- 
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eign donations have been channeled through voluntary 
relief agencies and intergovernmental organizations, such 
as the United Nations Children’s Fund. 

Barter contracts entered into during January-June 1957 
totaled $125 million, a lower rate than for the previous 
reporting period and slightly lower than the previous 
average six-month rate under the expanded barter pro- 
gram. Since July 1954, cumulative barter contracts have 
amounted to $870 million. Bartered strategic materials 
acquired by the U.S. Government were valued at $275 
million at the end of June 1957. The barter program 
underwent a major revision during the January-June 
reporting period to assure that. commodities exported 
under barter arrangements would result in a net gain 
in the total volume of farm exports, The barter contractor 
must now satisfy the Government that a proposed trans- 
action will mean an increase in U.S. exports,of the 
commodities involved and will not merely replace other 
exports for dollars. 

Source: The Sixth Semi-Annual Report on Activities Car- 
ried on Under Public Law 480, Transmitted by 
the President to the Congress, July 22, 1957, 
Washington, D, C. 


Latin America 
Economic Developments in Guatemala 

Business activity in Guatemala in the second quarter 
of 1957 continued the sharp advance evident in 1956. 
Coffee exports from the 1956-57 crop are estimated at 
1.4 million quintals, with an f.o.b. value of about $90 
million, against $76 million for the 1955-56 crop. Cotton 
output, according to preliminary figures, increased sub- 
stantially because of unusually good weather. For other 
crops also, prospects are favorable, except for corn which 
has been affected by a dry spell. 

The budget for the fiscal year 1958, totaling $125.3 
million (just slightly under that for fiscal 1957), has 
been approved by the Congress. No new taxes were 
contemplated in estimating revenue, which appeared to | 
be conservative. About $50 million will be spent on 
public investment, which will bring to completion several 
of the Government’s main highway projects. A tile 
factory has begun producing glazed tile, and substantial 
plant additions for manufacturing aluminum and steel 
furniture have been completed. 

Foreign exchange reserves on June 30 amounted to 
$77.3 million, compared with $82.1 million on March 31 
of this year and $72.4 million on June 30, 1956. 


Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., August 5, 1957. 
New Authorization for Commercial Banks in Ecuador 


The Monetary Board of Ecuador on July 18 issued 
instruetions authorizing commercial banks to operate in 
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the free exchange market and to receive foreign currency 
deposits from the public. The commercial banks are 
limited to holding 20 per cent of their capital and reserves 
in foreign exchange. Of this amount, they may deduct 
the reserve requirement of 10 per cent against deposit 
liabilities which they have to maintain, either in U.S. 
dollars or in the currency in which the deposit is kept. 
The authorization was granted in accordance with Emer- 
gency Decree Law No. 10 of April 27, 1957, which 
canceled some of the provisions of the Foreign Exchange 
Law barring the commercial banks from dealing in for- 
eign exchange. 

Source: Monetary Board of Ecuador, Regulation 223, 

Guayaquil, Ecuador, July 18, 1957. 


Other Countries 


Australian Balance of Payments 


Principally as a result of an increase of £A 208 mil- 
lion in exports and a reduction of £A 102 million 
in imports during the fiscal year 1956-57, Australia’s 
international reserves increased from £A 355 million at 
the end of June 1955 to about £A 565 million at the end 
of June 1956. According to preliminary estimates of the 
balance of payments, exports rose from £A 772 million 
in 1955-56 to £A 980 million in 1956-57. The value of 
wool exported increased by £A 148 million; production 
increased from 1,410 million pounds to 1,565 million 
pounds, and the average price received (79.7d. Australian 
per pound) was 30 per cent above the 1955-56 price. 

Although exports of wheat and flour were falling off 
toward the end of 1956-57, the total value for the year was 
£A 82 million, compared with £A 66 million in the 
previous year; the increase resulted mainly from a rise 
in the volume of exports. Exports of base metals and 
metal manufactures also increased: e.g., iron and steel 
exports rose from £A 7 million in 1955-56 to £A 27 mil- 
lion in 1956-57. On the other hand, exports of meat were 
lower and so were exports of fruit, partly as a result of a 
poor season. Imports (f.o.b.) declined from £A 819 
million in 1955-56 to £A 717 million in 1956-57. The 
intensifications of import restrictions in October 1955 and 
July 1956 were largely responsible for this reduction. As 
a result of the improvement in the balance of payments, 
import restrictions were relaxed in January, February, 
and April 1957; these relaxations may account in part 
for the rise in imports in the last quarter of 1956-57. The 
largest declines in imports during 1956-57 were in motor 
vehicles, textiles, iron and steel, and rubber. Net outlay 
on invisibles in 1956-57 was almost the same as in 
1955-56, but the composition of invisible payments 
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changed significantly. Freight payments overseas in- 
creased by £A 12 million despite the fall in the volume 
of imports. However, some other payments, notably 
government expenditures overseas, declined, and receipts 
from tourists increased, particularly during the period of 
the Olympic Games which were held in Australia. As a 
result, the current account showed a surplus of £A 80 
million in 1956-57, against a deficit of £A 235 million 
in the preceding year. 


The net inflow of loans and other capital transactions 
fell from £A 65 million in 1955-56 to £A 42 million in 
1956-57. During the latter year, Australia drew £A 3 mil- 
lion, net of repayments, from IBRD loans negotiated in 
previous years; net drawings in 1955-56 had amounted to 
£A 18 million. A refinancing operation in New York 
yielded £A 1.3 million in new money. The residual 
item “other movements of funds,” which includes uniden- 
tified private capital movements and errors and omissions, 
showed a net inflow of £A 88 million in 1956-57, com- 
pared with £A 97 million in 1955-56. 

Source: Treasury Information Bulletin, Canberra, Aus- 
tralia, July 1957. 


Federation of Malaya Loan 


The Government of the Federation of Malaya, which 
is to become independent at the end of August, has floated 
a loan for $M 160 million (about US$60 million) at an 
interest rate of 54% per cent. The principal will be repaid 
at par on February 15, 1976, subject to an option of 
redemption at par from February 15, 1967. The money 
will finance the Federation’s Electricity Board to the 
extent of $M 40 million, the replacement of railway 
rolling stock, and municipal and rural developments. 
This loan is the first of a series which will total $M 500 
million. 


Sources: The Times and The Financial Times, London, 
England, July 8, 1957. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H Street, N. W. Washington 25, D. C. 





